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SUBJECT: Recommendation to approve an Amendment to Interlocal Agreement for
Provision of Water Services in Verdi, Nevada between Washoe County
and Truckee Meadows Water Authority following the consolidation of
their water operations. (All Commission Districts)

SUMMARY

The purpose of this report is to support the merger of Community Services’ Water Utility
(CSWU) with the Truckee Meadows Water Authority (TMWA) by approving an
amendment to the Interlocal Agreement for the Provision of Water Services in Verdi,
Nevada.

Washoe County Strategic Objective supported by this item: Achieving Long Term
Financial Sustainability.

PREVIOUS ACTION

On May 5, 2005, the Board approved an Interlocal Agreement with TMWA for Provision
of Water Services in Verdi, Nevada, and in connection with Interlocal Agreement the
Board also approved a Settlement Agreement with TMWA and certain Verdi property
owners regarding the provision of water services in Verdi, Nevada.

BACKGROUND

At the direction of the Board of County Commissioners (BCC) Washoe County staff has
been working on a merger of CSDWU with TMWA since 2008. On December 9, 2009,
the BCC entered into an interlocal agreement governing a proposed merger of the
CSDWU with the TMWA Board of Directors. From that point forward County and
TMWA staffs have been working diligently to complete the merger of the two water
utilities.

As a part of the merger related activities staffs from the two entities have been reviewing
agreements entered into by Washoe County that have obligated the County through
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CSDWU to perform water utility related activities in order to determine if those
agreement will need to be amended, canceled or assumed by TMWA on or before the
close of the merger.

In early 2003, certain property owners in Verdi, Nevada, desired to develop their property
and requested that the County allow TMWA to expand its service area and provide water
service to the development. A dispute arose regarding which water purveyor, Washoe or
TMWA, would provide service to that development. Subsequently Washoe, TMWA and
the Verdi property owners entered into a Settlement Agreement resolving the dispute.
The Settlement Agreement created a distinct water service program that requires, through
an Interlocal Agreement, that TMWA provide water service to each of the County’s retail
water customers developed by the Verdi property owners.

Although the subject development did not occur, the City of Reno’s development code
has incorporated the proposed Verdi development,Settlement Agreement and the
Interlocal Agreement still are valid include certain certain Cort ordered rights and
obligations. Upon completion of the merger, TMWA will be the surviving water
purveyor and shall have full responsibility for water utility functions and providing water
service to the Verdi area which is the subject of the orginal Interlocal Agreement
eliminating the need for the water service program established by that agreement. The
attached proposed amendment to the Interlocal Agreement recognizes that change,
however, all other rights and obligations arising from that agreement and the Settlement
Agreeement remain.

FISCAL IMPACT

Upon approval of the amendment to the Interlocal Agreement and close of the merger
Washoe will not be obligated to provide water service to Verdi.

RECOMMENDATION

It is recommended that the Board approve an amendment to an Interlocal Agreement
between Washoe County and Truckee Meadows Water Authority for provision of water
services in Verdi, Nevada following the consolidation of their water operations.

POSSIBLE MOTION

Should the Board agree with Staff’s recommendation possible motion would be: Move to
approve an Amendment to Interlocal Agreement for Provision of Water Services in
Verdi, Nevada between Washoe County and Truckee Meadows Water Authority
following the consolidation of their water operations.



' SETTLEMENT AGREEMENT FOR PROVISION
OF WATER SERVICES IN VERDI, NEVADA

“This agreement ("Settleinent Agreement") is made and entered into this 1st day of
June, 2005, by and between Washoe County, a political subdivision of the State of

Nevada (hereinafter “County”), the Truckee Meadows Water Authority, a Joint Powers -

- Authority created pursuant to NRS Chapter 277 among Reno, Sparks and Washoe
County, Nevada (hereinafter “TMWA”) and the Verdi Property Owners defined as the
owners of the property described and depicted in Section 1.2, Table 1.1 and Figure 3-1 of
the Mortensen Development Standards Handbook, January 2004, pages 1-2, 1-3 and 3-1
which are attached hereto as Exhibit "A" (hereinafter "Verdi Property Owners™). County,
TMWA and the Verdi Property Owners are jointly referred to as the "Parties.”

RECITALS

WHEREAS, on November 8, 2002, the Verdi Property Owners and their
predecessors entered into a Settlement Agreement conceming the annexation and
development of the Verdi Property Owners® real property; and

WHEREAS, on March 24, 2003, the Verdi Property Owners submitted their
request to County to allow TMWA to expand its service area and provide water service to
the Verdi Property Owner's land, and on October 14, 2003, County rejected the Verdi
Property Owners' request; and

WHEREAS, on February 13, 2004, the Verdi Property. Owners' filed a Motion for
Enforcement of the Settlement Agreement and For a Determination of the Breach of the
Covenant of Good Faith and Fair Dealing ("Motion for Enforcement of Settlement
Agreement"); and

WHEREAS, TMWA sought leave to intervene regarding the Motion for
Enforcement of Settlement Agreement and was granted leave on the condition that

TMWA consent to the jurisdiction of Justice Hardesty and that no appeal could be taken;
and

WHEREAS, on December 30, 2004, an Order Re: Verdi Property Owners'
Motion for Enforcement of Settlement Agreement (hereinafter “Order”, attached hereto
as Exhibit "B") was entered vacating the County's determination denying the Verdi
Property Owners' request to change the water service territory boundary and ordering
TMWA and County to meet and confer pursuant to Article 3 of the 1996 Agreement
between County and TMWA's predecessor Sierra Pacific Power Company (hereinafter
"1996 Agreement”) which is attached hereto as Exhibit "C"; and

WHEREAS, County and TMWA have reached an agreement regarding the
provision of water service to the Verdi area which is incorporated into the Intetlocal
Agreement for Provision of Water Services in Verdi, Nevada ("Interlocal Agreement")
attached hereto as Exhibit "D" (without exhibits); and
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WHEREAS, the terms of the Interlocal Agreement and this Settlement Agreement

are intended to resolve the Motion for Enforcement of the Settlement Agreement and the

Order.

NOW THEREFORE, the Parties agree as follows:

. The foregoing Recitals are true and correct and are incorporated herein.

The terms of the Interlocal Agreement which relate to or which could affect the
Verdi Property Owners are hereby incorporated by reference as if set forth in full
herein.

In consideration for the full and timely performance of all terms and conditions of
the Interlocal Agreement and this Seftlement Agreement, the Parties hereby
compromise, settle and release each other from the claims, demands, damages,
costs, attorney's fees and expenses arising from the Motion to Enforce the
Settlement Agreement and Order.

In consideration for the full and timely performance of all terms and conditions of
the Interlocal Agreement and this Settlement Agreement, the County shall pay the
sum of $200,000 to the Trust Account for the Verdi Property Owners, in care of
its undersigned counsel within 30 days of ratification of this agreement by official
action of'the governing body of TMW A and County which shall occur
concurently with ratification of the Interlocal Agreement,

In consideration for the full and timely performance of all terms and conditions of
the Interlocal Agreement and this Settlement Agreement, the Verdi Property
Owners shall make a donation to County in care of the Oversight Advisory Board
established by the Interlocal Agreement to be used for the benefit of the citizens
in the Verdi/Mortensen/Mogul area. The specific amount of the donation will be
determined and paid in the proportional amounts set forth in Exhibit "E" attached
bereto, calculated so at final build out of all anticipated residential units and non-
residential acreage, will total $600,000. Each residential unit proportionate
amount shall be paid by the current owner of the property within thirty (30) days

. of recordation of the final map for such residential unit. Each non-residential unit

proportionate amouat shall be paid by the current owner of the property within
thirty (30) days of issuance of the Special Use Permit for the non-residential
property.

Justice James W. Hardesty shall maintain continuing and exclusive jurisdiction to
enforce the terms of this Settlement Agreement, the terms of the Interlocal
Agreement as it relates to the provisions affecting the Verdi Property Owners, and
to resolve disputes between the County and/or TMWA as patty of the first part,
and the Verdi Property Owners as party of the second part, until the time that the
Joint Service Area as defined in the Interlocal Agreement, has been built out. The
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Parties agree that decisions rendered by Justice Hardesty are binding and non-
appealable. In the event Justice Hardesty is unable to serve due to death or
disability, the Parties agree that the then acting Chief Judge of the Second Judicial
District Court shall appoint a new judge to maintain continuing and exclusive
jurisdiction to the same extent as Justice Hardesty.

7. The Parties hereto acknowledge and agree that each of them shall bear their own
costs, expenses and attorneys' fees arising out of or connected with the claims
released herein, except that in the event any action or proceeding is brought by
any Party hereto fo enforce this Settlement Agreement, the prevailing Party shall
be entitled to reasonable attorneys' fees and costs in addition to all other reliefto
which that Party or those Parties may be entitled.

8. This Settlement Agreement shail be binding upon and inure to the benefit of the
Parties hereto and their respective successors, assigns, members, partners,
partnerships, parents, subsidiaries, affiliated and related entities, officers,
directors, principals, agents, employees, representatives, and all persons, firms,
associations and/or corporations connected with each of them and the Parties
heirs, executors, administrators, trustors, trustees and beneficiaries. .

9. This Settlement Agreement and the Interlocal Agreement contain all the
commitments and agreements of the parties, and oral or written cormmitments not
contained herein shall have no force or effect to alter any term or condition of this
Settlement Agreement, unless modified in accordance with Paragraph 9.

10. This Settlement Agreement may be amended or modified only by the mutual
written agreement of the Verdi Property Owners, County, TMWA and ratification
by their respective govemning boards. No amendment of the A greement will
impair any right of the Verdi Property Qwners.

11. In case any one or more of the terms, sentences, paragraphs or provisions
contained herein shall for any reason be held to be invalid, illegal, or non-
enforceable, in any respect, such invalidity, illegality, or non-enforceability shall
not affect any other terms, sentences, paragraphs, or provisions and this
Settlement Agreement shall be construed as if such invalid, illegal, or non-
enforceable provision had never been contained herein.

12. A waiver of any breach of any provision of this Settlement Agreement by any
party shall not be construed to be a waiver of any preceding or succeeding breach.

13. This Settlement Agreement may be executed in counterpatts, and when so
executed, shall constitute an agreement which shall be binding upon all Parties
hereto, notwithstanding that the signatures of all Parties' designated
representatives do not appear on the same page,
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14. The Parties to this Settlement Agreement shall cooperate fully in the execution of
.any and all documents and in the completion of any additional actions that may be
necessary or appropriate to give full force and effect to the tenms and intent of this
Settlement Agreement and the Interlocal Agreenent such that the Verdi Property
Owners' property are provided with the necessary water service in an expeditious
manner, : :

15, This Agreement shall be governed, interpreted and construed in accordance with

the Jaws of the State of Nevada.
ﬁo LLAVML&,_\__

Dated le&'lﬂ'! o< 2005
AOM Properties, L1.C, 2 Nevada Limited

Liability Company by Fred Altmann its
Managing Member
APNg
038-010-05
038-100-10
038-100-11
038-830-02.

Dated » 2005
PNK (Reno), L1C, a Novada Limited
Liability Company by Jack Fisher
APN's
038-090-34 038-132-25
038-090-61 038-430-02
038-100-12 038-430-03
038-100-19 038-430-04
038-100-26 038-430-20
038-100-27 038-430-21
038-120-03 038-430-22
038-120-08 038-430-24
038-120-10 038-430-28
038-120-12
038-120-13
038-120-14

Dated , 2003

Landmark Homes, LLC, a Nevada Limited
Liability Company, by Dean Pearson

APN's

038-190-14
038-200-05
038-200-11
038-260-15
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14, The Parties to this Settlement Agreement shall cooperate fully in the execution of
any and all documents and in the completion of any edditional actions that may be
necessary or appropriate to give full force and effect to the terms and intent of this
Settlement Agreement and the Interlocal Agreement such that the Verdi Property

- Owners' ptopeaty are provided with thenecmary water service in an expeditious
manner.

15. This Agreement shall be govesned, interpreted and construed in accordance with
the laws of the State of Nevada,

Dated , 2005

AOM Properties, LLC, a Nevada Limited
Liability Company by Fred Altmann its
Managing Member

APN's

038-010-05

038-100-10

038-100-11

038-830-02. %/

cno), LLC, a Nevada Limited

ity Company by Jack Fisher
038-090-34 038-132-25
038-090-61 038-430-02
038-100-12 038-430-03
038-100-19 038-430-04
038-100-26 038-430-20
038-100-27 038-430-21
038-120-03 038-430-22
038-120-08 038-430-24 -
038-120-10 038-430-28
038-120-12
038-120-13
038-120-14

Dated , 2005

Landmark Homes, L1.C, a Nevada Limited
Liability Company, by Dean Pearson
APN's
038-190-14
038-200-05
038-200-11
038-260-15
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14, The Parties to this Seitlement Agreement shall cooperate fully in the execution of
any and all documents and in the completion of any additional actions that may be
necessary or.appropriate to give full force and effect to the terms and intent of this
Settlement Agreement and the Interlocal Agreement such that the Verdi Property
Owners' property are provided with the necessary water service in an expeditious
manner,

15, This Agreement shall be governed, interpreted and construed in accordance with
the laws of the State of Nevada.

Dated .. ‘2005 :
AOM Properties, LLC, a Nevada Limited
Liability Company by Fred Altmann its
Managing Member
APN's
038-010-05
038-100-10
038-100-11
038-830-02.

Dated ~,2005
PNK (Reno), LLC, a Nevada Limited
Liability Company by Jack Fisher
APN's
038-090-34 038-132-25
038-090-61 038-430-02
038-100-12 038-430-03
038-100-19 038-430-04
038-100-26 038-430-20
038-100-27 038-430-21
038-120-03 038-430-22
038-120-08 038-430-24
038-120-10 038-430-28
038-120-12

Dated _Jvty 2 2005

038-120-13

afdmetk Homes, LLC, a Nevada Limited
Lighility Company, b
Ns - -

—— A

038-190-14
038-200-05
038-200-11
038-260-15
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Dated_J 221 24 2005

Dated , 2005

Dated » 2005

Dated 2005

Sgitterra, LLC, g Nevada Limited L ability
mp

by

Execution of this Agreement is made

without waiver of; or prejudice to, the

substantive or procedural rights of the

parties to Case No. CV03-04778. Bxecution

of this Agreement may not be claimed to be

either a benefit or & burden to the

substantive or procedural rights of the

parties in Case No, CV03-04778,

APN's

038-030-10

038-120-04

038-190-37

Sierra Gateway Ventures, LLC, a Nevada
Limited Liability Company

by,
Execution of this Agreement is made
without waiver of, or prejudice to, the
substantive or procedural rights of the
parties to Case No. CV03-04778, Execution

- of this Agreement may not be claimed to be .

either a benefit or a burden to the
substantive or procedural rights of the
parties in Case No. CV03-04778.
APN's

038-030-10

038-120-04

038-190-37

Truckee Meadows Water Authority, a Joint
Powers Authority created pursuant to NRS
Chapter 277, by

Washoe County Board of Commissioners

By:

Bonnie Weber, Chairman
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Dated

, 2005

Santerra, LLC, 2 Nevada Limited Liability
Company

by

Execution of this Agreement is made

without waiver of, or prejudice to, the

substantive or procedural rights of the

parties to Case No. CV03-04778. Execution

of this Agreement may not be claimed to be

either a benefit or a burden to the

substantive ox procedural rights of the

parties in Case No. CV03-04778. :
APN's :
038-030-10

038-120-04

038-190-37

" Dated_1-2! 2005 l/b\%/( -

Sierra Gateway Véntures, LLC, a Nevada
Limited Liability Company

by Nick Pavich, on behalf of Landmgggway Ventures
Execution of this Agreement is made
without waiver of, or prejudice to, the
substantive or procedural rights of the

parties to Case No, CV03-04778. Execution
of this Agreement may not be claimed to be .
either a benefit or a burden to the

substantive or procedural rights of the

parties in Case No. CV03-04778.

APN's

038-030-10

038-120-04

038-190-37

2005

Dated

. Truckee Meadows Water Authority, a Joint
Powers Authority created pursuant to NRS i
Chapter 277, by

Dated , 2005 Washoe County Board of Commissioners

By:

s4s sresee samins amesasta s v ot sesene

Bomnie Weber, Chairman
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ProjecT DEscrirrion

[.2 OWNERSHIP

Table I-1 defines the ownership and parcels included in the MDSH. The Middagh parcel (APN

038-100-21) and a portion of APN 038-100-27 {6.51 acres) were included in the Settlement Agree-

" mentand annexed to the City of Reno but are not a part of the MDSH. Zoning for.these parcels wil

be addressed at a later date by the property owner In accordance with the Settlement Agreement
(section 9 of the Settlement Agreement).

TABLE I OWNER/PARCEL DATA

S

0
038-090-61

038-200-05 *
038-100-12 - : 038-200-11
038-100-19
038-100-26 038-260-15
038-100-27 :
038-120-03 .
038-120-08 Mortensen 038-010-05 +999.78 ac
038-120-10
038-120-12 038-100-10
038-120-13 : 038-100-11
038-120-14 .

038-830-02
038-132-25 .
038-430-02
038-430-03
038-430-04 Santerra LLC  038-030-10  669.23 ac
038-430-20

- 038-430-21 . 038-120-04

038-430-22
038-430-24 038-190-37
038-430-28

1.3 BACKGROUND

The subject properties were ar{nexed to the City of Reno effective July 24, 2001. Washoe
County filed District Court Case No, CV01-03867. This lawsuit resulted in a Settlement Agreement
{see appendix) that defines a maximum denslty and density distribution for the properties. It also

established criteria to be used in the determination of the appropriate density and density distribution
“for the properties identified in Table 1-1, )

. MORTENSEN DEVELOPMENT STANDARDS Hanosoox : Crry oF Revo
Marcrn 2004 2




ProfecT DEscriprion -

The maximum density allowed by the Séttlement Agreement is defined as:
+ EXisting 124 acres of commercial along the 1-80 corridor:
« Up toan additional 176 acrés of commercial along the I-80 corridor or railroad track: and

* Up to 3,000 residential units, including non-residental equivalents, on the remainder of the
properties which limitation does not include the 124 acres and |76 acres noted above. .

In addition to defining the maximum density that Is permissible, the Settlement Agreement set
out criterla to be used in preparing a land plan for the properties. These criteria include:

* Any naturaj constraints in slopes and wetlands

* The ability to obtain sewer and wastewater service and the likelihood that said service'will be
in place at certificate of occupancy or final inspection . '

» The availability of water resources and water delivery systems and the likelihood that said
service and systemn will be in place at certificate of occupancy or final inspection

* Anyimpacts of traffic, level of service and level of congestion on the existing Verdi community

* The delivery of services, including fire, law enforcement, water, sewer and road maintenance,
and how the provision of services affects, if at al, existing and nelghboring communities

* The impact of future development in the requested densities on adjacent communities

* The requirements of Pdlicy 1.2.16 of the 2002 Regional Plan unless inconsistent with the
foregoing.

Policy 1.2.16 of the 2002 Truckee Meadows Regional Plan reads as follows;

“The Reglonal Plan designates the following general areas for emerging employ-
ment centers: the southeast Truckee Meadows, Stead, east and north Sparks, the Patrick
interchange of the east Truckee River Canyon, and the Boomtown area.

To conform with the Regional Plan, Local Government and Affected Entity Master
Plans must maintain and improve the viabllity of these areas as major employment
centers with the following master plan provisions:

I) Provide adequate non-residential land supply;

2) Provide convenient access to major roads and/or freeways; -

3] Require pedestrian connections throeughout the areas and to nearby residen-

tial areas; ' .

. MORTENSEN DEVELOPMENT STANDARDS Hanpsoox L Crry oF Revo
MarcH 2004 3




DeverorMent PLAN

SEcTioN 3, DEVELOPMENT PLAN

3.1 LAND Use PLaN

Figure 3-1 represents the development plan for the properties Incluaed In the MDSH. This plan
was prepared based on the studies included In the Supporting Studies Books 1 and 2 to address the
criteria included in the Setlement Agreement.

The development potential established In the MDSH s allocated to the four property owners
included in the MDSH. Table 3-1 defines the amount and type of development allocated to each
property owner. Adjustments to the total numbers and types of development allocated to each
owner may only be made as allowed in Section 6, Administration/Amendments of the MDSH. Ad-
Justments between property.owners must be accompanied by a notarized authorization from the
donor property owner before they may be considered by the City of Reno.

TAsLe 3+ DeveLopMENT POTENTIAL By Prorerry OWNER

Mortensen 680 dwelling units

Boomtown 753 dwelling units
HC %85 acres
AC 148 acres
IC 75 acres

Santerra, LLC 1,180 dwelling units
NC %15 acres
IC +12 acres

Quilici 387 dwelling units
) IC 65 acres

" Table 3-2 establishes the zoning districts for the property as identified on Figure 3-1. Exact
locations of zoning boundary lines will be defined with subsequent tentative maps, special use per-
mits or parcel maps consistent with Figure 3-1, with the exception of the buffer areas adjacent to Bel
Ranch, Verdi BIuff and South Verdi Road. These areas shall be defined by legal descriptions and
implemented with the adoption of this handbook, Table 3-3 estab"shes the potential residential
development by Planning Area as identified on Figure 3—

. MORTENSEN DEVELOPMENT STANDARDS HANDBOOK ) . Cirr oF Reno
MarcH 2004 3H
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CODE NO. 3370 : - FI L ED

"BEC 3 p 2004
RONALD A. LONGTQ)JR, CLERK
Bﬁ:ﬁoaﬁ@%jﬁ

IN THE SECOND JUDICIAL DISTRICT COURT OF THE STATE OF NEVADA
IN AND FOR THE COUNTY OF WASHOE

* * *

COUNTY OF WASHOE, by and through Its
Board of County Commissioners; Sun Valley
General Improvement District, by and through - Case No. CV(02-03469

its Board of Trustees,
B Dept. No. 9
Plaintiff, . :
vS. .
WASHOE COUNTY REGIONAL GOVERNING
BOARD,

Defendants,

AND ALL RELATED ACTIONS.

ORDER RE: VERDI PROPERTY OWNERS’ MOTION FOR
ENFORCEMENT OF SETTLEMENT AGREEMENT

Ricorose Qullici Ranch Property, LLC, the Robert and Marjorie Quilici Family Trust,
and the Ronald and Diana Anderson Family Trust; the Estate of J. Ross Mortensen, by and
through its executor Karen Middagh, Karen Middagh as Guardian of the Estate and Person
of Irene Mortensen, and James W and Karen Middagh (collectively, the “Verdi Property
Own'ers") filed a Motion for Enforceme}lt of the Settiement Agreement and For a
Determination of the Breach of the Covenant of Good Faith and Fair Dealing. Theé Motioﬁ
seeks an order of the Court finding Washoe County violated the terms 6f the parties’
Settlement Agreement dated November 8,,2002. Exhibit 4.

The Court has reviewed and considered the points and authorities submitted in
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support of and in opposition to the Motion, took testimony in a week Jong hearing,
considered depositions, and 75 exhibits.!

On November 8, 2002, the Verdi Propeﬁy Owners and Washoe County entered into
a Settlement Agreement concerning the annexation and development of the Verdi Property
Owners' real property, Pursuant to Paragraph 2, Washoe County recognized and agreed to
the annexation of the Verdi Properly Owners’ property into the City of Ren6 pursuant to
Reno City Ordinance No. 5264. The parties also provided for requests to be made by, the
Verdi Property Owners for changes in the density of development and the adoption of a
Development Standards Handbook.* The Development Standards Handbook would govern
development on the Verdi Property Owners' land pursuant to subsequent applications for
tentative maps and special use permits. . : .

The Verdi Property Owners presented applications for development to the City of
Reno. As part of their requests concerning density and the Development Standards
Handbook, the Property Owners' requested the City of Reno provide water service through
the Truckee Meadows Water Authority ("“TMWA"), The City of Reno requested the Verdi
Property Owners petition Washoe County to allow TMWA to provide service to the
properties. ' )

The Verdi Property Owners' land is located within Washoe County's service territory.
However, TMWA's service boundary is adjacent to the Verdi Property Owners' land and -
Washoe County currently has no facilities to supply water to the Verdi Property Owners.

On March 24, 2003, the Verdi Property Owners submitted their request to Washoe
County to allow TMWA to expand its service area and provide water service to the Verdi
Property Owners’ land.

On October 14, 2003, Washoe County rejected the Verdi Property Owners’ request.
The instant motion. followed. TMWA sought leave to intervene on this issue. The Court
granted leave on the condition that TMWA consent to the jurisdiction of the Court and the

! . The Court reserved ruling on the admissibility of Exhlbits 33 and 34. Given the Court’s conclusion that
the Settlement Agreement is clear and unambiguous, the Court will not consider the draft coples and the ;
objection Is sustained to these two exhiblts, )
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the service territories for Slerra Pacific Power Company and Washae County. See Exhibit
72. Generally speaking the parties agreed that water would be provided by Sierra Pacific

to accommodate specific projects. The agreement contemplated adjustments by mutual

boundaries, the parties obligated themselves to consider:

- AT .,

understanding that no appeal could be taken from any determination made. TMWA
consented. )

. Paragraph 13 of the Verdi Property Owners/Washoe County Settlement Agreement
provides In pertinent part as follows: -

13. The parties agree to implement this agreement in good faith, Including
mutual cooperation on.....the provision of water service in accordance
with applicable practices, policies, rules and regulations, .....

The Verdi Property Owners’ contend that Washoe County’s rejection of the request to
modify the water service boundarles Is a breach of the Settlement Agreement,
In 1996, Washoe County and Sierra Pacific Power Company entered into an

agreement conceming water service in the region. See Exhibit1. The agreement specified

and Washoe County within the boundaries of the territories set forth in Exhibit 72.
Section 2.7 of the 1996 agreement, however, permitted adjustment of the boundaries

agreement of the parties. - In reaching a decision on the adjustment of service area

a. providing water service at the lowest aggregate costs of all facilities,
improvements, and operations required to provide water service as
measured by net present value;

b. not adversely affect customers, existing or future; and

¢. provide for the best interest of system development and integration.

The parties also provided for dispute resolution. TMWA is the successor to Sletra
Pacific Power Company and agrees that it is bound by the 1996 agreement.

Lori Williams was the Director of Water for Slerra Pacific Power Company at the time
of the 1896 agreement. She testified credibly that the purpose of the agreement was to “do
the right thing by the customer.” In accessing boundary line adjustments, the parties agreed
to make a practical assessment concerning which entity had the facilities and the water and
who could best serve the customer. Prior to 2002, Ms. lel!ams worked directly with
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Washoe County on an informal basis and the parties reach a number of agreements
modifying the service boundary territories. '

In 2002, Ms. Williams, now the General Manager for TMWA, formalized the review of
territory adjustment with Steve Bradhurst, the Director of the Department of Water
Resources for Washoe County. Ms, Williams and Mr. Bradhurst agreed to a procedure in
which the developer would make a request for territory adjustment and the staffs of Washoe
County and TMWA would conduct a joint evaluation, Using this procedure, the parties have
made additional territorial adjustments to their respective service boimdaries.

The Verdi Property Owners’ request for an adjustment of the TMWA territory was first
discussed at a monthly staff meeting between TMWA~and Washoe County. County staff '
wanted to perform a comparison study of the effect of the change in service to the Verdi
Property Owners from Washoe County to TMWA. Although TMWA was always willing to
adjust the boundary and provide the services, it consented to the study.

On June 2, 2003, TMWA and Washoe County adwsed the Verdi Property Owners of
their intent to retain a consulting firm “.....with proven expertise in the utility financing and
utllity rate matters.....to compare Washoe County and TMWA water service requirements,
rate and fee structures, and costs relative to the provision of water service 1o properties in
the Lawton to Verdi area.” See Exhibit 29,

FCS Group, Inc. was commissioned to conduct the “Verdi Service Comparison”. In
August of 2003, a draft of the report was presented to the Verdi Property Owners’
representatives. Several deficiencies were noted and FCS made some changes resulting in
a final report which was admitted into evidence as Exhibit 5. The Verdi Service Comparison
concluded that based on the evaluation of service options, differences in services A
characteristics and minimal cost differential there was no “..... overwhelming basis for the
transfer of service from the County to TMWA ...... " See Exhibit 5, page 10.

The FCS report was submitted to the Washoe County Commissioners at their
hearing held on October 14, 2003 to consider the Verdi Property Owners’ request to change
boundary lines. The Court finds a number of deficiencies exist iri the report provided to the
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Commissioners. Indeed, they are numerous and included among them are the fo!iowihg:

1. FCS representative Informed the Court that this was the first time he had
done a comparative study;

2. FCS was not provided with nor did they consider the Settlement
Agreement Exhibit 4;

3. No consideration was given to the correct water dedication réquirements;

4. The report did not address provider or service rates, only facllity
comparisons;

5. The repori did not consider the costs of a Wholesale Water Agreement;

6. The report did not consider the fact that no Wholesale Water Agreement
exists between TMWA and Washoe County concernmg the Verdi Property -
Owners' land; and

7. The report did not consider the fact that most Wholesale Water
Agreements between Washoe County and TMWA are cancelled in 10
years.?

The FCS representative also testified candidly that he was not asked to raise or rule
out other issues, yét he acknowledged there were a number of other issues that could have
been studied further, He acknowledged that areas such as the dedication of water, joint
trenching requirements, and the nature of Wholesale Agreement terms should be part of
any evaluation in a decision to chénge boundary lines. Most troubling to the Couri was his
conclusion that had he known of th‘e. existence of the Settlement Agreement, he would have
developed a different scope of work for conducting the comiparison study,

When Ms. Williams reviewed the FCS report, she concluded that there was no basis .
for the report to conclude what the County would charge for watér rates in the Verdi area.
TMWA and Washoe County had never discussed rates and no terms had been reached for
a Wholesale Agreement between TMWA and the County.

John Collins was the Manager of the Washoe County Utility Services. Mr. Collins

z This Issue creates serlous flnancing concerns for the Verdi Property Owners.,
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testified that he too was unaware of the parties’ Settlement Agreement. Exhibit 4. Further,
he did not supply the Settlement Agreement to FCS. Mr. Collins acknowledged that
Washoe County has no distribution fines or facllities to serve water to Verd!. Furthermore,
any water service provided by Washoe County would require a Wholesale Agreement with
TMWA. " Mr. Collins further agreed that Section 2.7 of the 1996 Agreement is the only policy _
Washoe County uses to determine boundary line adjustments, and no distinction is made
between the size of the boundary line adjustmeﬁt. Mr. Collins also agreed that Washoe
County would accept water under TMWA Rule 7 for dedication. This position, however,
seems to be in conflict with Washoe County Ordinances. Further, he agreed Washoe
County would supply water at TMWA rates. However, without the terms of the Wholesale
Agreement being known, Mr. Collins acknowledged that in theory Washoe County could
actually lose money supplying water to Verdl.

The Court finds the Washoe County Commissioners were not provided with many of
the facts supplied to the Court conceming the decision to adjust the water service boundary.
While the Commissioners proceeded on the basis of information supplied to them, it is clear
that a number of issues were not correctly evaluated or presented. Under the .
circumstances, the Court cannot conclude that Washoe County acted in good falth with
respect to the decision to adjust the service boundary line, Therefore, the Court vacates the
determination of Washoe County on October 13, 2003 denying the Verdi Property Owners’
request to change boundaries.

The Verdi Property Owners ask the Court to order a change in the boundary line to
TMWA as a further remedy for Washoe County's breach of the Settlement Agreement. The
Court believes this conclusion Is premature. . -

As noted, the information supplied to the Commissioners was flawed and did not take
into consideration the terms of the Settlement Agreement. Furthermore, testimony
generated at the hearing on this matter showed that no consideration had been given by
TMWA or Washoe County to other water service in the Verdi area. The Court is concerned

‘|| that extension of the TMWA boundary may not gddress other water needs in the area thus




© © N O A W N -

N N N NN N N .
@ N o o R IRV I I3 a3z

leaving pockets or islands under the Washoe County service territory. The Court also
observes that Washoe County and TMWA failed to follow the terms of the 1 996 Agreement
concerning dispute resolution. Article 3 of the 1996 Agreement compels the-parties to
follow a dispute resolution process in the event the parties are unable to agree on an Issue
such as this. That never happened in this case.

Pursuant to the Court's jurisdiction over the Implementation of the Settlement
Agreement and based on the foregoing findings, the Court orders TMWA and Washoe
County to follow Article 3 of the 1996 Agreement in deciding whether to adjust the boundary
for water service to Verdi, In resolving the dispute, the parties are limited in their
consideration to the factors set forth in Section 2.7 of the Agreement. TMWA and Washoe
County are ordered to meet and confer pursuant to Article 3 of the 1996 Agreement within .
45 days of the date of this Order to resolve the service boundary lines for the Verdi Property
Owners. The parties’ conference should Include consideration for other water service to the
Verdi area. TMWA and Washoe County shall have 90 days to inform the Court of the
results of the dispute resolution process. Should the parties fail to agree using the
standards set forth in Section 2.7 of the Agreement, fhe Court shall consider further

1|- remedies resulting from Washoe County’s breach of the Settlement Agreement.

One further issue requires resolution. Significant differences were presented to the
Court concerning the quantity of water to be dedicated by the Verdi Property Owners. This
] dispute was highlighted during the County Commissioners hearing on October 14, 2003.
_Subsequent to that hearing, Washoe County staff agreed the water dedication should be in
quantities consistent with TMWA Rulé 7. Therefore, any water dedlcétion'to either TMWA
or Washoe County shall be made in accordance with TMWA Rule 7.

DATED this ___ %@ day of December, 2004,

Mt fdpndbe -
U DISTRICT JUDGE!
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CERTIFICATE OF SERVICE BY MAILING

Pursuant to NRCP 5(b), | hereby certify that | am an employee of the Second Judicial
District Court, in and for the County of Washoe; and that.on this day of
January, 2005, | deposited in the County maliling system for postage qnd. mailing with the
United States Postal Service in Reno, Nevada, a true and correct copy of the attached

document addressed as follows:

Madelyn Shipman, Esq.

Assistant District Attorney

Washoe County District
Attorney's Office

(via interoffice mail)

Norman Azavedo, Esq.
338 California Avenue
Reno NV 89509

‘Marilyn Craig

Deputy City Attorney

Reno City Attorney's Office
P. O. Box 1900

Reno NV 89505

David Creekman, Esq.
Sr., Assistant City Attorney
Sparks Citg Attorney’s Office
P. O. Box 857

Sparks NV 89431

J. Stewart White, Esq.

White Meany & Wetherall, LLP
3185 Lakeside Drive

Reno NV 89509

Stephen C. Mollath, Esq.
Prezant & Mollath

6560 SW McCarran Blvd., Ste. A
Reno NV 89509

R. Shawn Oliphant, Esq. . -
Lane, Fahrendorf, Viloria & Oliphant, Ltd.
327 California Avenue
Reno, Nevada 89509

lvia Harrison, Esq. .
cDonald Carano Wilson LLP
P, O. Box 2670
Reno NV '89505-2670
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RECITALS

Couaty is a county to which the provisions of Nevacda Revised Stztutes Chapter

540A apply.

Su:rra is the L—.rvcst public utn.mf supplier of-water within the region

. .
zs dafined

5

in NRS §540A.030.
ri, NRS §54OA-SCO provides: ) _

1 The boeard of county comgussioners and the largest
supplier of water within the region which is a public ntility shall
enter o an agrezment which defines the respective areas within
the region whc-c the public utility and all systems for the supply

of water which are conwolled ar operated by thé board will -
provide retail water services. The agre=ment must resolve all’ ’
iésues related 10 service temitories of the prhc utility and all

Sysiems for the suuuly of water which arc contzolled cr opemated

by the bozrd. "An agresment executed pursuznt to this subsecton

does not become effec tive until the public service commission of

Nevada approves the terms of the agrezment.

4. In applicable part NRS §540A.030 provides:
1. In cach COL.nI)' e which this chapter applies, except a<
and 3, the region wirhin

otherwise provided in subsections 2
which water is to be managed, and with
+for &is use are to be made, pursuant © s

respect o which plans
chapter is the enrire

county except:
(3 Arty land within the ragicn C2fnad by NES
271.2CC, tie Tzhoe Regionz! Planning Compact; and

- - - g~ !
The toard may exclude

&) Lands lcc::ta within zny Indian reservalion of
ncizn coleny which are held in must b by the & United Siztes.
; the regicn any land which it

)

.
"



determines is unsuimzble for inciisicn teczuse
- ~from the sSurdes & Sao0ly 55

beczuse it lies within 2 scparate hydrologic basin:neither
fiected by conditions wnhm the remzinder ofthe

“'i‘:é'::: Sursuant tG Uis chaptes of

aiy C:II.I'.Q nor

region.
6. This A greement is inlended to satisfy the requirements of NRS §540A.3C0.

NOW, THEL "I‘OR__, IT IS'TAGREED AS FOLLOWS:

ARTICLE I
EFINITION OF REGION

cf this AE:":...:"‘;xcnt. the "Reeion” dées not include zny morion of Wishee

For purpeses

County described in NRS §540A.030 -fa) or 1(‘0) and is fu.rtncr imited to that porticn of

Washoe County shown on the map which is attached hereto and by this refereact

incorporated herein as Exhibit “A”.

ARTICLE O '

RETATL WATER SERVICE IN THE REGION

Section 2.1 Existing Customers. Sicrrz zad zl systems for the supply of water

which are cont:oLed or cpemated by the bOcId of County Comrmsmoncrs of County snall e.acn

continue to provide retail water servics Lo those customers to whom they are providing such

servicz on the date of execution of this Agresment.
Section 22 Retail Service Territory of Sierra. Subject tc the. provisicns of

shall prov*ac re'—xl water service to the arsss within the

i

secticns 2.4 through 2.8, Sierr

Region cesignated as "SPPCo Servics Area” on t,\:umt -
Seciien 23 Kefzall Service Territory of Cousnty. Subject i¢ the grovisiens of

R 28, all sysiems for the supply of w vhich & c..n.-“ﬂeg_ cr coe t=d

saciicrs 2.4 throush

usc of its remoteness



avide retail water secvics o the —o

ty t. Boa c cf C.,Lmy Corzmissioners of Courity shall oro

aress within the Regicn designatad as “Washice County Service Arsez” o4 Exhibit “A”.
Section 2.4 Retail Service Areas of Others; Domestic Wells. The. provisicns of
affect the arezs of the Re vton receiving retail

Sections 2.1 through 2.3 are not intended to

wzter servicz from an cntily Gther than Sierra, a system for the supply of water not coatroll

or cgerated bY the Board of County Commissioners of County or 2 domestic well.

Section 2.5 -Acquisition of Retail Service Providers. Nothing in this Agresment is

‘ .
L] ’ . .
el A . anall P R brr- 1t
intended 1o preventand-tuis A meement-—shabnetDeSENSTUETas preveitRg

. —~ .
S;C..-‘-‘& (Vg —eliniiy A

£ e s , .. : . Lo R
from-acquiring cirectly or indirectly other entities prcwlcmv ratail waler service within the
Regicn. Im the event of such an acquisition the rétail service tersitory bouncarcs of the

uiring emtity shall be deemed amended to the extent of the retail service temtory

btoundaries of the acquired entity.

Section 2.6 Resolution of Confliciog Provisions. In the event these is
1 of this Agresment and those

between the retzil service boundaries estzblished by .seciion 2

a conflict

established by any other séction cf this Agresment, the provisicns af secticn 2.1 shzll contxol

Section 2.7 Adjusimesnt of Retail Water Service Boundsries. County and Sierrz

ce irezs esablished by this Aricie may be adjusted for

agre= that the refzil water secdd
r for projects which the County

projects near the boundaries of their respective service Zreas
se—ved in z different rmanner. Any adjuscment in service arez

and Sieza zgres can be best soo

service azez }:cund 7 adjuscments, the partes Wikl seaX to:
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improvemears and operzlions reguired to provide water service as measarsg Gy |
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value, zenerzlly using cumrent d cilars at the time cof compaiison or decision;

affect customers, exisiing or future; an

B. Naot zdversely aff
C Provide for the best interests of sysiem development znd integration.

Section 2.8 Avoidancé of Stranded Iovestment Although the paries have

genesally considered the locstion of their respective existing facilities for providing retal

Watc-’ service in esia bLs:ancr the u:._aﬂ water servics bOL.nd res in this Article, they hzve nct
i tc namips some= ‘o tzkes reasorsble

undertaken detailed and socecific stadies in that zegard,

mezsures in good faith so that the bou:z:'} zries esizblished by this. Article do not mesull in

either having swanded invesoments in facilities for the provision of Water service.
ARTICLE IO
DISPUTE RESOLUTION

Disputes arising under this A greemeént will be considered and resolved as follows:

County and Sierrz shall each designzte stizff persons who are to meet, discus

A
F 2 ferr

¢ if possible propose a resolurion of the dispute and if a resolucion is proposed, are

responsible to preseat It to the person or persons having final decision malking authonty.

B a resclution of the dispute is not propesed s a result of the process

et

&

described in A abave, the dispute will be presented direczly io the Chief Executive Officer of

Sierrz and two designated members of the Board of Washce County Commissicners who will

ment is reasched will present the agrezment tg rha narenne ar

seeX 16 resolve it and if 2n agree
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~ee

the zoproval of the |
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Commissicr will alsc te sought and cbtzined. . ——— e

It is the inteation ¢f County and Siez that disputes will be keot lo @ minimum ahg:

that
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a dispute should zrise, the Chief Exzcutive Office of Siemra and the designated County

Ceommission membess will contiriue to work lo resolve the dispute antil a resolution is

ichicved.
ARTICLE IV

APPROVAT, OF PUBLIC SERVICE COMMISSION

‘This Agreeent shall ;io( enter into effect unless and until the Public Servics
Cormnmis iocn of Nevada enters an c::r-:icl a:jprovix;xg its terms, the orcer becomes finzl and the .
order is not subject to further appesl before any court.

| ARTICLE'V

BINDING ON SUCCESSORS . ‘

i) A

This .Ag:ccmcnt shall be binding upon the successor and assigns of -Coum:y and Sierm
. znd may only be amended s pr,_ovidcd' in NRS §5404.300(2).
ARTICLE VI
GOOD FAITH AND FAIR DEALING
The parties shall implement the provisions of this Agresment in good faith and shall
cbscrve all standards of fair dezling with respect th;rcto.
ARTICLE VIO

TERMINATION OF AGREEME! T
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temminate shall Aot aoply 1o the express !a.-’:gz:agc :f &z amhendment to _w_n:tf.:lm%_l:._:f_‘_:."i_d_ e
e L1l 1} S
: its cnacTment. Wriiien nolice of such an election shall be givey

by the electing party to the other pazty not later than six (6) months 2fier any such

amendment becomes efiective.
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INTERLOCAL AGREEMENT FOR PROVISION
OF WATER SERVICES IN VERDI, NEVADA

This Agreement is made and entered into this 1st day of June, 2005, by and
between Washoe County, a political subdivision of the State of Nevada (hereinafter
“County”) and the Truckee Meadows Water Authority, a Joint Powers Authority created
pursuant to NRS Chapter 277 among Reno, Sparks and Washoe County, Nevada
(hereinafter “TMWA™).

RECITALS

WHEREAS, Washoe County and the Truckee Meadows Water Authority are
public agencies authorized by chapter 277 of the Nevada Revised Statutes to enter into
interlocal and cooperative agreements with each other for the performance of
governmental functions; and

WHEREAS, County and TMWA operate community water systems in the
Truckee Meadows and are each capable of providing water service to the Verdi area, and

WHEREAS, the service boundaries between Washoe County and TMWA are
subject to an agreement (hereinafter the “1996 Agreement,” attached hereto as Exhibit A)
entered in 1996 between Washoe County and TMWA'’s predecessor, Sierra Pacific Power
Company; and

WHEREAS, County and TMWA, pursuant to the Order Re: Verdi Property
Owners' Motion for Enforcement of Settlement Agreement, entered December 30, 2004,
in case no. CV02-03469 in the Second Judicial District Court of the State of Nevada in
and for the County of Washoe (which Order is attached hereto as Exhibit B), engaged in
dispute resolution activities to resolve certain requests by certain property owners
(hereinafter “Verdi Property Owners”) to adjust the boundary for water service to Verdi;
and

WHEREAS, County and TMW A, utilizing the factors contained in Section 2.7 of
the 1996 Agreement, have reached an agreement regarding the provision of water service
to the Verdi area.

NOW THEREFORE, it is agreed as follows:

1. By this Agreement, County and TMWA are creating a distinct water service
program for Verdi to address the unique needs and circumstances that exist there. This
program does not create a precedent for the resolution of service area issues that may
arise in the future in other parts of the county. Under the program, County will retain its
service territory as defined in the 1996 Agreement (“County Service Area”) and all retail
water customers in Verdi within the County Service Area will be County customers.

2. TMWA will provide water service to the point of connection with each County
retail connection for those water customers within the Mortensen Annexation Area
(hereinafter "the Joint Service Area™), as described and depicted in Section 1.2, Table 1.1
and Figure 3-1 of the Mortensen Development Standards Handbook, January 2004, pages

1



1-2 and 1-3 of which are attached hereto as Exhibit C. Upon ratification of this
Agreement by County and TMWA and subject to compliance by the Verdi Property
Owners with all TMWA requirements for the issuance of a will serve commitment,
including without limitation, dedication of water rights, payment of fees, and compliance
with other applicable TMWA requirements, and subject to TMWA rules, TMWA will
issue a will serve commitment or commitments for the Joint Service Area that comply in
all respects with the applicable requirements of law. Water resource dedication for the
Joint Service Area will be made to TMWA in accordance with TMWA Rule 7.
Infrastructure will be built to TMWA's standards and specifications (including joint
trenching of water and gas lines), pursnant to TMWA Rules and fees structures, and will
be inspected by TMW A pursuant to its Rules and procedures, with the exception of
necessary customer meter facilities, which will be built to County’s standards and
specifications. Customer meter facilities (hereinafter “County Retail Facilities™) shall
include the Mueller Pit and the meter facilities within it, which will be installed between
TMWA's facilities and the retail customer's facilities.

3. All necessary services and approvals for the development and construction of
water infrastructure and facilities, except County.Retail Facilities, within the Joint
Service Area, including without limitation, planning, engineering, water facility
agreements, map approvals, inspections, etc., shall be provided by TMWA, and the Verdi
Property Owners, their agents, successors and assigns will deal exclusively with TMWA
with respect to such services and approvals. TMWA agrees to notify County when
County inspections are required for County Retail Facilities. A retail customer or its
representative will make application to County for retail water service.

4. County will provide meters, meter reading, billing, and customer service to
retail water customers within the Joint Service Area and will remit all cash receipts
collected by it in connection with all previous billings on a monthly basis net of
applicable regional and local fees and the Equivalent Customer Service Cost described in
Paragraph-4.a.to TMWA. County will charge the same retail rates to water customers
within the Joint Service Area as TMWA would charge under comparable conditions,
including any surcharges to such rates as would be imposed under TMWA's rules.
County shall remit revenues to TMWA no later than three weeks after the last day of the
preceding month, and shall provide TMWA with a monthly reporting of customer usage
data, including customer service address, service size, customer type, read date and meter
reading. A parcel number cross-reference listing shall be provided in addition to a
monthly billing journal for the Joint Service Area. County shall be responsible for
collecting and remitting applicable regional and local fees charged to customers,
including without limitation, rights-of-way tolls, Remediation District assessments, and
Regional Water Planning Commission fees, to the designated recipients of those fees.

4.a. Equivalent Customer Service Cost. County is entitled to an offset of
collected revenue in an amount that represents the equivalent of TMWA's actual
cost of customer service for those accounts for which revenue was collected,
which includes the customer cost components identified in TMWA's cost of
service studies, specifically, replacement of meter and metering facilities

" expenses, maintenance of metering facilities expense, total customer service and
information expenses, and the administration and general expenses related to

2



customer service . These components of the actual cost of customer service are
more fully described in Exhibit D hereto (“Equivalent Customer Service Cost”).
Subject to this provision, TMWA’s net revenue under the Agreement will be the
same as if the Joint Service Area was TMWA's service area and the retail water
customers within the Joint Service Area were TMWAs retail water customers.
The Equivalent Customer Service Cost will be adjusted annually, based upon the
most recent fiscal year's actual recorded customer-related expenses contained in
TMWA's Comprehensive Annual Financial Report prepared by its external
auditors. The adjustment shall be ratified by the Washoe County Manager and the
General Manager of TMW A without the necessity of official action by the
governing boards of the Parties and shall take effect January 1 of each year. Any
disputes regarding the annual cost adjustment shall be submitted to the Oversight
Advisory Board for resolution. The decision of the Oversight Advisory Board
will be final. If the Oversight Advisory Board is unable to resolve the dispute, the
same arbitration process described in Paragraph 10 shall be utilized to reach a
decision.

: 5. County shall be responsible for the repair and maintenance of County Retail
Facilities. TMWA shall be responsible for the repair and maintenance of the water
distribution system within the Joint Service Area up to the point of connection with the
County Retail Facilities. County and TMWA each agree to cooperate to the fullest extent
possible to provide immediate notification of customer outages, pressure problems, leaks,
emergency calls, and any other circumstance that may affect the operations of the other
Party and/or require response by the other Party. County and TMWA each agree to
provide the other Party with current emergency contact information. TMWA and County
shall maintain usual and customary insurance for their respective facilities. Each Party
agrees, without waiver of statutory defenses and limitations, to hold the other Party
harmless from and against the negligent or willful acts of its employees.

6. At any time, by mutual written agreement of County and TMWA, the Joint
Service Area may be expanded to include additional County Service Area. If the parties
agree to such an expansion, the terms of the Agreement will apply to the provision of
water within the expanded Joint Service Area.

7. At its option, County will provide retail water service to other areas of the
County Service Area within Verdi outside of the Joint Service Area pursuant to a
wholesale agreement or agreements with TMWA, the terms of which remain to be
negotiated. County and TMWA concur that final terms of that agreement, including cost,
cannot be established at the present time, but agree that the cost of water under the
wholesale agreement will be based on the actual cost of service, and that the agreement
will be offered on a nondiscriminatory basis to County. County agrees to require, at
developer cost, the installation of wholesale meters, as necessary to accommodate such
wholesale agreements. The cost of the wholesale meters to be installed under this
paragraph will not be assessed of the Verdi Property Owners as part of their development
of the Joint Service Area.

8. Assets within the Joint Service Area, including facilities and water resources,
but not the necessary County Retail Facilities discussed in paragraph 2, will be the
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property of TMWA for the term of the Agreement. County Retail Facilities will be the
property of County.

9. This Agreement is contingent upon ratification by official action of the
governing body of the parties hereto, and shall be effective on the later of June 1, 2005,
or the date last ratified. The initial term of this Agreement between County and TMWA
will extend until build-out of the Joint Service Area, and until such time thereafter as an
agreement is reached for reversion of the Joint Service Area to County in accordance
with the provisions of Paragraph 10 of this Agreement, or as otherwise agreed by mutual
consent of the Parties. No action by the parties regarding the term of this Agreement
shall impair any rights of the Verdi Property Owners under the Agreement.

10. Upon completion of build-out of the Joint Service Area, County has the
option to take over retail water service to the Joint Service Area and appurtenant assets,
including facilities and water resources, by mutual written agreement of County and
TMWA, and subject to compliance with the factors contained in Section 2.7 of the 1996
Agreement. If the parties are unable to agree on the terms of the reversion of the Joint
Service Area or continuation of this Agreement, they will submit the decision to binding
arbitration before a mutnally agreed upon neutral third party. The arbitration shall be
conducted in accordance with the time frames and process set forth in Rules 9 through
17(A) of the Nevada Arbitration Rules and the arbitrator’s decision must be based upon
an assessment of the factors contained in Section 2.7 of the 1996 Agreement. The parties
shall share the cost of the arbitrator's services equaily and shall each bear its own costs
and attorney's fees incurred for the arbitration.

11. County and TMWA agree to perform joint infrastructure planning for the
entire Verdi area, so that conjunctive use and facility planning for the whole area can be
done economically and the cost and use of facilities can be shared where feasible. The
joint infrastructure planning for the entire Verdi area shall occur in a timely manner that
does not delay the planning, engineering or development of infrastructure within the Joint
Service Area. A delay in the completion of the joint infrastructure planning for the entire
Verdi area shall not affect, nor be a reason to delay, any necessary planning, engineering
action or approval required to serve the Joint Service Area.

12. To aid in determination of water usage within the Joint Service Area and
other areas, zone meters may be required as part of the TMWA facilities and will be
charged to appropriate developers and property owners in accordance with TMWA rules.

13. Well mitigation within the County Service Area within Verdi will be
provided pursuant to the existing Well Mitigation Hearing Board process.

14. The cost for infrastructure improvements (including costs for planning,
engineering, etc.) in Verdi that benefit only customers outside the Joint Service Area will
be bome by those customers. If a benefit accrues to the Joint Service Area customers
from infrastructure improvements built pursuant to the joint infrastructure planning for
the County Service Area within Verdi, then those retail customers may be assessed a
proportionate share of the cost, provided the assessment of such a cost is compatible with
TMWA's ability to impose surcharges under its rules. Exclusive of improvements the

4



Verdi Property Owners committed to pursuant to the City of Reno Plan Development
Handbook for the Joint Service Area, no obligation shall be placed on the Verdi Property
Owners as part of their development of the Joint Service Area to plan, engineer or
construct future infrastructure improvements for the benefit of areas outside of the Joint
Service Area unless the owners are reimbursed pursuant to TMWA's rules’and
regulations for such infrastructure improvements

15. An Oversight Advisory Board is hereby established, comprised of four
governing board members, two appointed by County and two appointed by TMWA. The
Oversight Advisory Board shall oversee and resolve disputes that may arise in the
administration and implementation of the Agreement and shall act as the final decision
maker regarding the use of the cash citizens' donation made by the Verdi Property
Owners. The precise scope of responsibility and rules of conduct of the Oversight
Advisory Board shall be set forth in a separate document to be developed under the
direction of the Advisory Board and presented to the governing boards of the Parties for
approval no later than three months following the effective date of this Agreement.

16. County agrees to process any permits needed from it by the Verdi Property
Owners for rights-of-way and easements through its jurisdiction in a prompt and non-
discriminatory manner to allow the necessary infrastructure improvements and utilities to
serve the Joint Service Area.

17. To the extent the Verdi Property Owners are deemed to be beneficiaries of
this Agreement, the Property Owners' rights and the ability to enforce them are
contingent upon the performance of their obligations under the Settlement Agreement
discussed in paragraph 23.

18. This Agreement contains all the commitments and agreements of the parties,
and oral or written commitments not contained herein shall have no force or effect to
alter any term or condition of this Agreement, unless modified in accordance with
Paragraph 19.

19. This Agreement may be amended or modified only by the mutual written
agreement of County and TMWA and ratification by their respective governing boards.
No amendment of the Agreement will impair any rights of the Verdi Property Owners
under the Agreement

20. In case any one or more of the terms, sentences, paragraphs or provisions
contained herein shall for any reason be held to be invalid, illegal, or non-enforceable, in
any respect, such invalidity, illegality, or non-enforceability shall not affect any other
terms, sentences, paragraphs, or provisions and this Agreement shall be construed as if
such invalid, illegal, or non-enforceable provision had never been contained herein.

21. ‘A waiver of any breach of any provision of this Agreement by any party shall
not be construed to be a waiver of any preceding or succeeding breach.

22. This Agreement shall be governed, interpreted and construed in accordance
with the laws of the State of Nevada.



23. This Agreement is intended to be part of a resolution of the disputes with the
Verdi Property Owners pursuant to the Order attached hereto as Exhibit "B." TMWA -
and the County will enter into a separate Settlement Agreement with the Verdi Property
Owners which incorporates this Agreement and provides for the continuirrg jurisdiction
of the Court to enforce the terms of this Agreement as it relates to the provisions affecting
the Verdi Property Owners and to resolve disputes between the County and/or TMWA as
party of the first part, and the Verdi Property Owners as party of the second part.

IN WITNESS WHEREOF, the Parties have set their hands with the intent to be

bound.

Truckee Meadows Water Authority, a Joint
Powers Authority created pursuant to NRS

Chapter 7/7
Dated 7-2/- ,2005 By | 7
% ]
Dated , 2005 ‘Washoe County Board of Commissioners

By: W l%‘%

Bonnie Weber, Chairman

ATTEST:
(B Fuwey
Washoe Count/ Clerk 0 N
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: THIS AGREEMENT s entered into b&kca}’ of _cfuE - 1996, by ‘

(heceinafier “County”) ancd Sienz Pacific

and petwesn the Coungy of Washce; State of Nevadz

e

Power Company (hereinafer "Sierra”).
RECITALS
County is a county to which the provisions of Nevada Revised Statutes Chapter

2 Sierra is the largest pdblic ﬁtility supplier of-water within the resion _as definss

in NRS §540A.030,
3. In applicable part, NRS §5404_300 provides: .

1. The board of county commissicness 2nd the largest
supplicr of water within the region which is a public utility shall
enter info an agreament which defines the respective areas within
the region where the public utility and all systems for the supply
of water which zre congolled or operated by the board will
provide retail water servicss. The agrezmeni must resolve all’
issues related 10 servics temsitories of the public utility and all
Sysiems for the supply of water which zz¢ contolled or operated
by the beard. "An agreement exscuted pursuant to this subsetion
does nat become effective uatil the cublic service commissien of

Nevada approves the terms of the agrezment.

4, In applicable part NRS §340A.030 provides:
L. In cach county 10 which this chapter applies, except as

and 3, the region within

]

which water is to be managed, and with respect (o
iant 1o tis chapter is the entire

otherwise provided in subsections 2
[ P

.
W?":.ZC:I oz ciply
iCr 15 use are 1o be made, pursyani ©

county except:?
12
(3) Any land within ihe ragion fafned by NBS

277.28C, the Tahce Regiona! Plannine Compact; and
(5} Lands located within zny Indizn reservation o
Incizn colony whick are held in fust by the

) THe kaa- as hida &
Z. i1le CCerd mavy exciuda ITOL U




Of 1’5 :Cmdu—-&cs- e e e e an e

Getermines is unsuiiable for inclusicn teczuse
- fom thesSurtes ST Sepply “mEnaged Jt::.a:xt'tJ this chaptes CF
because it lies within z separate hva_ologvc basin neither '

affecting nor afiected by conditicns within the remainder ofthe

region.

8. This A greement is inieaded to satisfy the requirements of NRS §540A.300

NOW, THEREFORE, IT IS'AGREED AS FOLLOWS:
ARTICLE I

DEFINITION OF REGION

For purpeses cf this Ag:c.:nt:ut the “Region” docs_‘ ct include 2oy r-cr‘m*rﬂ_/_'.:mec

County described in NRS §540A.030 1(a) or 1('0) znd is further Limited to that portion of
Washoe County showri on the map which is atiached hereto and by this reference

incorporated herein as Exhibit “A”.

ARTICLE II

RETAIL WATER SERVICE IN THE REGION

Section 2.1 Exisiing Customers. Sicrra and all systems for the saaoly of water

which zre contzolled or cpesated by the Board of County Commissioners of County shall each

continue to provide retail water service to those customers to whom they are providing such

service on the date of exascution of this Agm:mcnt.

Section 22 Retail Service Territory of Sierra. Subject ta the. provisians of
section$ 2.4 through 2.8, Sierrz shall provide retzil wates service to Uie areas within the

chlon Gesignzted as "SEPCo Service Arza” on Exaibit YA

Seciion 23 Retail Servica T rr:zor_f of Counfy. Subject g Cie grovisices of

2d tmrapoh 7 atl ey f
4 tarough 2.8, ail sysiems for

e supply of wates which a2 cvru'“le‘_ cr coerzsled



retail water servics to the .

L., gt - . . - s - _
by the Board cf County Commissioners of Cousity shall provide
arezs within the Regicn designated as “Washce County Service Asez” on Exhioit "A”.

Secfion 2.4  Retail Sarvics Areas of Others; Domestic Wells. The provisions of
Sections 2.1 through 2.3 are not intended to affect the arezs of the R:gion-receiving reiail

water serviéz from an eatily other than Siema, a sysiem for the supply of water not controlled

or cgerated by the Board of County Commissioners of County or 2 domesiic well

Section 2.5 -Acquisition of Retail Service Providers. Nothing in this A gresment is

‘ . - . .
. B . . .ot PN [ ondd o -
Sir A smeemest-shall-net-betonstrudd—as proventingoia Ol Iy

inteaded 1o rrpyant oA o
. e il e gy e

from-acquiring directly or indizecily other entities providing retsil water service within the
Region. In the event of such an acquisition the rétail secvice territory boundaries of the

acguining entity shall be desmed zmended to the xient of tie retail service temitory

toundaries of the acquired entity.
Section 2.6 Resolution of Conilicting Provisions. In the event there is a conflict
berween the retail service boundaries esizblished by .section 2.1 of this Agrezment and these

established by any other séction of this Agresment, the provisions of section 2.1 shzll control

Section 2.7 Adjusiment of Retail Water Service Boundaries. County and Sierrz
agre= that the retail water service areas esiablished by this Articie may be adjusted for

projects nezar the boundaries of their raspective service areas ot far projects which the County

and Siema agres can be best served in z differzat manner. Any adjuscment in service azes
ed

toundaries may be made by agresment of the pamies. In consicering and deciding propcs

ervice arez toundary adjuscments, the partes w

2 - ~ R I T
» 2t the lowest agzragaie cost of ail facilities,

A T-ovide waiar servi
AL IICYLCe waier SeIYIce at Ll



s - .
. - +
er scrvice as mezsursd By nel Present oo - -

Lmprovements and operations reguired e provide Waler s
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", value, generzlly using current dollars at the time of corparison or decision;
E. Not advessely affect cusiomess, existing or future; and
C. Provide for the best interests of sysiem developrment and integration.

Section 2.8, Avcidance of Stranded Investmest Although the parties have
genezally considered the location of their respective existing facilities for providing retail
waler service in establishing the retail water servics boundaries in this Article, they have nct

v . . .
. o . . PR . —— elea ponemec=ble
- undertaken detailed and sgecific stadies in that regard.  The pasies agmes '0 I5XS- 7235 rzble )

measures in good faith so that the boundaries esiablished by this Article do not zesult in

either having swanded invesmments in fzcilities for the provision of water service.
ARTICLE IiL
DISPUTE RESOLUTION : :
Disputes arising under this Agreement will be consideted and resolved as fg]lows: :

A County and Sierrz shall each designate sizfi persons who are to mest, disCuss

S,
and if possible propose a resolution of the dispute and if a resolution is proposed, are

v 2 - — . - “‘ c o - hef
responsible to preseat it to the person or pessons having final decision ma<ng authoricy.

B. If a resclution of the dispute is not proposed as a result of the process

described In A abo;»'c, the dispute will be presented direczly to the Chief Executive Officer of

Sierrz and two designated members of the Board of Washce County Commissicners wio will

M -~
ezment tQ rhm nareone ~

seek I resclve it and.if an agreement is resched will present the agr

(SONAS NAVING C2EISiON maang SUMCEDY.

C Th tha av-anp cameticsr hey smeelie=sie 1z
. L8 g SXIqNU reguires oY SULCRo1IE Q2



Commissicn will alsc te soughit and cotzined. .

T It is the intc.'ttion"of C&unty and Sierz that iiisputcs il be keot lo a minimum znd
that if a dispute shouid arise, the Chief Executive Ofiice of. Sicrra 2ad Lh; designzted County )
Cemummission mcmb;:s will continue to work lo resolve the dispute until a ‘rcsolution' is
ichicved.
ARTICLE IV
\PPROVAL OF PUBLIC SERVICE COMMISSION

This Agreefment shzll not enter into effect unless and until the Puglic Sexvica

Cernmission of Nevada enters an crder approving its tesms, the order becomes finzl and the -

oh | o : . . ~
order is not subject to further appeal before any court.

ARTICLE VY ?s
) BINDING ON SUCCESSORS . ’ £
This Agrecment shall be binding upon the successor and aisigns of County and Siers N

and may only be amended zs provided in NRS §5404.300(3).
ARTICI;E Y1
GOOD FAITE AND FAIR DEALING
The partes shall implement the provisions of this Agreement in good faith and shall
observe all standards of fair dealing with respect U‘I:;Icto.
ARTICLE VI

TERMINATION OF AGREEMENT

-

=Ty, i p g H - - . N LA - -
Elther paxy may elect to lerminate this Agreement if the provisiens of N.R.S.

1

SSA0A 310 2re amences By the Navad folammeae sl e thet thic <ghi
§540A 310 z2rz amenced Ly the Nevacz legislamure; provided, hewever, that this fght (0
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Wriiena notice of such an election shall be giveg

%

Siezz have agre=d pror to its enacoment.
by the electing party to the other party not later than six (6) months afict any suc

amencdment becomes effective.

SIERRA. PACIFIC POWER COMPANY

WASHOE COUNTY ;
177 ) .
7)) T 7/ Vi y
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Washoc County Commission - Chaitman and Chisf Exccutive Ofiicer
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DEC 3p 7
RONALD A, | GHGTS L#F., CLESK
By FQ(A‘M
DEFUTY
IN THE SECOND'JUD!CIAL DISTRICT COURT OF THE STATE OF NEVADA
INAND FOR THE COUNTY OF WASHOE
COUNTY OF WASHOE, by znd through its
Board of County Commissioners; Sun Valley .
General Im rovement District, by and through Case No. CV02-03463
its Board o Trustee-s, ' : '
Dept. No. g
Plaintif,
vs.

WASHOE COUNTY REGIONAL GOVERNING
BOARD, R

Defendants,

AND ALL RELATED ACTIONS. /

Jetermination of the Breach of the Covenant of Good Faith and Fair Dealing. The Motion

seks an order of the Court finding Washoe County violateq the terms of the Pariies

stlement Agresment dated November 8, 2002. Exhibit 4

. The Cour has reviewed and considered the points and

auiherities submitied in




-)

KoY

Ja

N
N

N
w

(N
N

- voug

.tentative maps and special use permlts

the Truckee Meadows Water Authority (“TMWA”). The City of Reno requested the Verdi
" Property Owners petition Washoe County to allow TMWA to provide service to the

supcor: &F and in cpposition ic the Mciicn, icok testimeny in 2 week iong hesaring,

considered depositions, and 78 exhibits. |
On November 8, 2002, the Verdi Properiy Owners cﬁC’ Washoe County eniersd inio

& Setiiement Agresment concsrming the annexation and development of the Verdl Property
Owners’ teal property. Pursuant to Paragraph 2, Washoe County recognized and agreed to
the annexation of the Verdi Properiy Owners’ property into the City of Reno pursuant to
Reno City Ordinance No. 5264. The pariies also provided for requests to be made by the
Verdi Property Owners for changes in the density of development and the adopuon ofa
Development Standards Handbook. The Deve!opment Standards Handbook would govern

development on the Verdi Property Owners' land pursuant to subsequent applications for

The Verdi Properly Owners presented applications for development to the City of
Reno. As part of their requests concerning density and the Development Standards

Handbook, the Property Owners' requested the City of Reno provide water service through

properiies. '
The Verdi Property Owners’ land is located within Washoe County's service territory.

However, TMWA's service boundary is adjacent to the Verdi Property Owners' land and

Washoe County currently has no facilities to supply water to the Verdi Property Owners.

On March 24, 2003, the Verdi Property Owners submitted their request to Washoe
County to allow TMWA to expand its service area and provide water service to the \(erdi

Property Owners’ land.

Cn Octeber 14, 2003, Washee County rejecied the Verdi Property Owr. rs’ request.

The instant motion followed. IMWA sought leave to intervene on this issue. The Court
granted leave on the condition that TMWA consent to the jurisdiction of the Court and the
i 34. Given the Couri's concitsion ihat

! The Court resarved ruiing on ihe aamissibility of Exhibits 33 and i
ent is ciezr and unambigucus, the Court will not consider the drait copies anc-the

the Setilement ncreefn
cbjeciicn is susizined o these twe € xhibits.
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‘Pacific Power Company and agrees that it is bound by the 1996 agreement.

o~

understancing that nc eppeal could te taken frem any Cetermination made. TMWA !

consented.
Paragraph 13 of the Verdi Property Owners/Washge County Setilement Agr

ssment

provides in periinent part as follows:
agrsement in good faith, including

13. Trie panies agrees to implement this ]
in accordance

miutual cooperaticn on.....the provision, of water service
_ with appliceble practices, policies, rules and regulations, .....
Property Owners' contend that Washoe County’s rejection ot the request 10

The Verdi
modify the water service boundaries is a breach of the Setilement Agresment.

In 1996, Washoe County and Sierra Pacific Power Co'mpany entered into an
agreement concerning water service in the region. See Exhibit 1. The agreement specified
the service territories for Sierra Pacific Power Company and Washoe County. See Exhibit
72. Generally speaking the pariies agreed that wate;' would be provided by Sierra Pacific
and Washoe County within the boundaries of the territories set forth in Exhibit 72.

Section 2.7 of the 1996. agreement, howéver, permit’ged adjustment of the boundaries
to accommodate specific projects. The agresment contemplated adjustments by mutual

agresment of the parties. In reaching a decision on the adjustment of service area

boundaries, the pariies obligated themselves to consider:

a. providing water service at the lowest aggregate costs of all facilities,

improvements, and operations required to provide water service as

measured by net present value;

b. not adversaly affect customers, existing or future; and

c. provide for the best interest of syétem development and integration.

The pariies also provided for dispute resolution. TMWA is the successor to Sierra

Lori Williams was the Director of Water for Sierra Pacific Power Company &t the time
of the 1996 agresment. She testified credibly that the purpose of the agreement was ic “dc
the right thing by the custormer.” In accessing boundary line adjustments, the parties agresd
tc make a practical assessment concerning which entity had the facilities and the water and

wiho could best serve the customer. Prior to 2002, Ms. Williams worked directly with
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number of acreerrer‘s
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Washce County on an informal basis and the ,c-a_r'?ie
modiiying the service boundary territories.

- In2002, Ms. Williams, ‘_r?ow the Ce 1eral Menzger for TMWA, forrielized the review of
territory adjusiment with Steve Bradhurst, the Director of the Depanment of Waier

Rescurces for Washoe Couniy. Ms. Wiiliams and Mr. Brachurst agreed to & procedure in

which the developer would make a request for territory adjustment and the stafis o f Washoe
County and TMWA would conduct a joint-evaluation. Using this procedure, the parties have

made additional territorial adjustments to their respective service boundaries.

The Verdi Property Owners' request for an adjustment of the TMWA territory was first
discussed at a monthly staff mesting between TMWA and Washoe County. County sia‘ff
wented to perform a combarison study of the effect of the change in service to the Verdr
Properly Owners from Washoe County 16 TMWA. Although TMWA was always willing to

adjust the boundary and provide the services, it consented to the siudy.
On June 2, 2003, TMWA and Washoe Gounty advised the Verdi Property Owners of

their intent to retain a consulting firm “.....with proven expertise in the utility financing and

utility rate matiers.....to compare Washoe County and TMWA water service requirements,

rate and fee structures, and costs relative to the provision of water service to properties in

the Lawton to Verdi area.” See Exhibit 29.

FCS Group, Inc. was commissioned to conduct the “Verdi Service Comparison”. In

August of 2003, a draft of the report was presented to the Verdi Property Owners

representatives. Several deficiencies were noted and FCS made some changes resulting in
a final report which was admitted into evidence as Exhibit 5. The Verdi Service Comparison

concluded that based on the evaluation of service options, differences in services
thers was ne “.....overwhelming basis for the

al

characieristics anc minimal cost difierentia

iransfer of service from the County to TMWA...... " See Exhibit 5, page 10.

lhe FCS report was sm.bmlﬁed to the Washoe County Commissioners &t their

o, Ocicher 14, 2003 to consider the Verdi Froperty Owners’ raquast i
bourdary lines. The Court finds a number cf deficiencies exist in the repert provided
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Commissioners. Indesd, they ere numsrous zrd included amceng them are the follewing:

:~tive informed the Court that this was the first ime he had

-

1. FCS rspreséiiia
done & comparative sucy,

2. FCS was not provided with nor did they conclder the Setilement
Agreement Exhibit 4;

3. No consideration was given to the correct waier dedication requirements;

4. The repori did not address provider or service rates, only facility
comparisons;

5. The report did not consider the costs of a Wholesale Water Agreement;

The report did ot consider the fact that no Wholesale Water Agreemer{t

exists between TMWA and Washoe County concerning the Verdi Property

Owners’ lang; and

7. The report did noL consider the fact that most Wholeszale Weaier

Agreements betwean Washoe County and TMWA are cancelled in 10

years. 2

The FCS representatlve also testified candidly that he was not asked to rai
er issues that could have

se or rule

out other issues, yet he acknowledged there were a number of oth

been studied further. He acknowledged that areas such as the dedication of water, joint

the nature of Wholesale Agresment terms should be part of

trenching requirements, and
o the Court was his

any evaluation in a decision to change boundary lines. Most troubling t
conclusion that had he known of the existence of the Settlement Agreement, he would have
developed a different scope of work for conducting the comparison study.

When Ms. Williams reviewed the FCS report, she concluded that there was no basis

for the report to conclude what the County would charge for watér rates in the Verdi area.

TMWA and Washoe County had never discussed rates and no terms had been reached for
a Wholesale Agresment betwesn TMWA and the County.
vrny Uity Ser‘./ic‘e.s. nMr Cailins
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testifiec that he toc was unaware cf the paries’ Smdemem Agreement. Exnibit 4. Further,

he did not supoly the Setilement Agrsement tc FCS. Mr. Collins acknowledged that
""" to serve water to Verdi. Furihermore,

any wgter service provnded by Washce County would require a Who lescle Agreement with

TMWA. Mr. Coliins further agreed that Section 2.7 of the 1996 Agreement is the only pelicy

Washoce County uses to determine boundary line adjusments and no distinction is made

betwesn the sizé of the boundary line adjustment Mr. Collins alse agreed that Washos

County would accept water under TMWA Rule 7 for dedication. This position, however,
seems to be in conflict with Washoe County Ordinances. Further, he agreed Washoe
County would supply water at TMWA rates. However, without the terms of the Wholesale

Agresment being known, Mr Collins acknowledged -that in theory Washoe County could

zctuzlly lose money supplying water 10 Vc(’dl.
The Court finds the Washoe County Commissioners were not provided with many ot

the facts supplied to the Court concerning the decision to adjust the water service boundary

While the Commissioners proceeded on the basis of information supplied to them, itis clear

that a number of issues were not correctly evaluated or presented. Under the

circumstances, the Court cannot conclude that Washoe County acted in good faith with

respect to the decision to adjust the service boundary line. Therefore, the Court vacates the

determinzation of Washoe County on October 13, 2003 denying the Verdi Property Owners'

request to change boundaries.

.The Verdi Property Owners ask the Court to order a change in the boundary line to

TMWA as a further remedy for Washoe County’s breach of the Setilement Agreement. The

Court believes this conclusion is premature.
As notec, the information supplied io the Commissioners was flawed and did not take
into consideration the terms of the Settlement Agresment. Furthermore, testimony

generated at the hearing on this matier showed thct no conSIderctlon had been given by

NN aAiA o~ ﬂ-nnrvvla.:
o ?

TVIVVA or Washce \)ounu o oine

that extension of the TMWA boundary may n ot address other water needs in the area thus
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results of the dispute resolution process. Should the

under the Washoe County sgivice iefitory. Tne Court aisc

leaving pockets or islands
terms of the 1896 Agresment

ooscwes that Washoe County and TMWA fziled ic follow the

concemmg dispuie resolution. Ariicie 3 of the 1686 Agresment compels the pariies ©©

cess in the event the pariies are uncble to agree on &n issue

follow a dispute resolution pro
such as this. That never happened in this case.

Pursuant to the Couri’s jurisdiction over the implementation of the Setilement

Agresment and based on the r’ofegoing findings, the Court orders TMWA and Washoe

County to follow Article 3 of the 1996 Agreement in deciding whether to adjust the boundary

In resolving the dispute, the parties are limited in their

for water servics to Verdi.
eement. TMWA and Washoe

consideration to the factors set forth in Section 2 7 of the Agr
est and confer pursuant te Article 3 of the 1996 Agreement within

A5 days of the date of this Order 1o resolve the service boundary lines for the Verdi Property

Owners. The pariies’ conference sheuld include considerztion for other water service to the
Verdi area. TMWA and Washoe County shall have 90 days to inform the Court of the

partiés fail to agree using the

County are orderedto m

standards set forth in Section 2.7 of the Agreement, the Court shall consider further

m Washoe County’s breach of ;che Settlement Agreement.

n.. Significant differences were prescnted to the
di Property Owners. This
14, 2003.

remedies resulting fro
One further issue requires resolutio

Court conceming the quantity of water to be dedicated by the Ver

dispute was highlighted during the County Commissioners hearing on October
oe County staff agreed the water dedication should be in

Subsequent to that hearing, Wash
ter dedication to either TMWA

guantities consistent with TMWA Rule 7. Therefore, any wa
or Washoe County shall be made in accordance with TMWA Rule 7.

DATED this 29  day of December, 2004,

Q/wa/u/ il S

DISTRICT JUDGE '
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OF SERVICE BY MAILING

Pursuant tc NRCP 5(b), | hersby cerify that | am an employe > 0

pa
District Cours, in and for the County of Washce; an
January, 2005, | deposited in the County mailing system for po

United Staies Postal Service in Renc, Nevade, a true and correct copy of the atiached

document addressed as follows:

Madelyn Shipman, Esq.

Assistant District Attorney

Washoe County District
Aitorney’s Office

(via interoffice mail)

Norman Azavedo, Esq.
338 California Avenue
Reno NV 88508

Marilyn Craig

Deputy City Attorney

Reno City Atiorney’s Ofiice
P. O. Box 1800

Reno NV 895035

David Creekman, Esg.

Sr. Assistant City Attorney
Sparks City Atiorney'’s Oftice
P. O. Box 857

Sparks NV 89431

J. Stewart White, Esq.

White Meany & Wetherall, LLFP
3185 Lakeside Drive

Reno NV 89508

Stephen C. Mollath, Esg.
Prezant & Mollath

6560 SW McCarran 8lvd., Sie. A
Rena NV 88509

= of the Second Judicial

Z Ul

¢ that on this 9) day cf

stage and mailing with the

R. Shawn Oliphant, Esaq. ) o
Lane, Fahrendor, Viloria & Oliphant, Lid.
327 California Avenue
Reno, Neveda 89508

Sylvia Harrison, Esg. .
McDonald Carano Wilson LLP

P. 0. Box 2670 3
Reno NV 89505-2670
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ProJecT DESCRIPTION

1.2 OWNERSHIP

Table 1-1 defines the ownership and parcels included in the MDSH. The Middagh parcel (APN
038-100-21) and a portion of APN 038-100-27 (6.51 acres) were included in thé Settlement Agree-
ment and annexed to the City of Reno but are not a part of the MDSH. Zoning for these parcels will
be addressed at a later date by the property owner in accordance with the Settlement Agreement
(section 9 of the Settlement Agreement).

TABLE 1-1 OwnNER/PARCEL DATA

25

Boomtown 038-090-3 Quilici 038-190-14 +491.69 ac
038-090-61
’ 038-200-05
038-100-12 ’ 038-200-11
038-100-19
038-100-26 038-260-15
038-100-27
038-120-03
038-120-08 Mortensen 038-010-05 +999.78 ac
038-120-10 ’
038-120-12 038-100-10
038-120-13 038-100-11
038-120-14
038-830-02
038-132-25
038-430-02
038-430-03
038-430-04 Santerra LLC  038-030-10 %669.23 ac
038-430-20
038-430-21 038-120-04
038-430-22
038-430-24 038-190-37
038-430-28

1.3  BACKGROUND

The subject properties were annexed to the City of Reno effective July 24, 2001. Washoe
County filed District Court Case No. CV01-03867. This lawsuit resuited in a Settlement Agreement
(see appendix) that defines a maximum density and density. distribution for the praperties. It also
establishied criteria to be used in the determination of the appropriate density and density disiribution

for the properties identified in Table 1-1.

Ciry oF Reno

MogrrenseN DEVELOPMENT STANDARDS HANDBOOK
1-2
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Exhibit "E"



EXHIBIT "B"

Payment Schedule

Mortensen Parcels $ 117.35/DU single family

Quilici Parcels
$ 113.93/DU single family
$ 319.50/Acre of non-residential (IC)

Santerra LLC Parcels . $ 144.36/DU single family
$ 63.74/DU multi-family
$ 6,265.60 school site
$ 309.14/Acre non-residential (NC,IC)

‘Boomtown Parcels - $ 118.95/DU single family
$ 63.52/DU multi-family
$ 748/Acre of non-residential (HC,AC,IC)

All properties are as defined in the Dec. 2003 Mortensen et.al. Development Standards
Handbook as set forth in Exhibit "A."

¢ DU = dwelling unit

¢ HC =hotel casino zoning

s AC-=arterial commercial zoning

¢ NC =neighborhood commercial zoning



AMENDMENT TO
INTERLOCAL AGREEMENT FOR PROVISION
OF WATER SERVICES IN VERD], NEVADA

This Amendment to Interlocal Agreement For Provision of Water Services in Verdi,
Nevada (“Amendment”) dated for identification purposes as of the 23" day of September, 2014,
is entered by and between Washoe County, a political subdivision of the State of Nevada
(hereinafter “County”) and the Truckee Meadows Water Authority, a Joint Powers Authority
created pursuant to NRS Chapter 277 among Reno, Sparks and Washoe County, Nevada
(hereinafter “TMWA”).

RECITALS

WHEREAS, Washoe County and the Truckee Meadows Water Authority are public
agencies authorized by chapter 277 of the Nevada Revised Statutes to enter into interlocal and
cooperative agreements with each other for the performance of governmental functions.

WHEREAS, on or about June 1, 2005, County and TMWA entered into that certain
Interlocal Agreement for Provision of Water Services in Verdi, Nevada attached hereto as Exhibit
“A” (“Original Agreement”), pursuant to which the parties created “a distinct water service
program for Verdi” and set forth certain agreements regarding the provision of water service to
the Verdi area by TMWA and the County to resolve disputes over service area obligations.

WHEREAS, in connection with the Original Agreement, the County, TMWA and owners
(“Verdi Property Owners”) of certain property within the Verdi, Nevada area entered into a
Settlement Agreement attached hereto as Exhibit “B”.

WHEREAS, following the execution of the Original Agreement, and in furtherance of
directives in the Western Regional Water Commission Act, TMWA and County evaluated the
feasibility of consolidating their water service functions and determined that the County water
utility should be merged into TMWA.

WHEREAS, TMWA and County entered into that certain Interlocal Agreement
Governing the Merger of the Washoe County Department of Water Resources Water Utility into
the Truckee Meadows Water Authority dated January 29, 2010 (“Merger Agreement”), which
provides for the merger of the County water utility into TMWA (“Merger™).

WHEREAS, upon completion of the Merger, TMWA will be the surviving water
purveyor and shall have full responsibility for water utility functions and providing water service
to the Verdi area which is the subject of the Original Agreement, eliminating the need for the
water service program established by the Original Agreement.

NOW THEREFORE, TMWA and County desire to amend the Original Agreement as
follows:

1. Retail Water Service to Verdi Property Owners. Upon completion of the Merger
and TMWA’s assumption of water utility functions as contemplated by the Merger Agreement:

() the Verdi Property Owners shall be eligible to apply for water service as TMWA retail
customers and TMWA will be responsible for providing water service to the Verdi Property
Owners properties in accordance with TMWA rules and regulations; (i) water service to the
Verdi Property Owners’ properties shall be subject to and made in accordance with TMWA rules
and requirements for water service, including without limitation, annexation provisions, the

1



issuance of a will serve commitment, dedication of water rights, payment of fees, construction
and dedication of infrastructure, and compliance with other applicable TMWA requirements; and
(iii) the provisions of paragraphs 1 through 16 of the Original Agreement shall no longer have
any force or effect and shall be deemed superseded by this Amendment.

2. Entire Understanding of the Parties. This Amendment and the Original
Agreement contains all the commitments and agreements of the parties with respect to the subject
matter thereof. This Amendment may be amended or modified only by the mutual written
agreement of County and TMWA and ratification by their respective governing boards. No
amendment of the Amendment will impair any rights of the Verdi Property Owners under the
Original Agreement. To the extent the provisions of this Amendment conflict with any of the
terms and conditions of the Original Agreement the provisions of this Amendment shall control.

3. Ratification By Governing Boards. This Amendment is contingent upon
ratification by official action of the governing body of the parties hereto, and shall be effective on
the date the Merger is consummated.

IN WITNESS WHEREQF, the Parties have set their hands with the intent to be bound.

TRUCKEE MEADOWS WATER
AUTHORITY, a Joint Powers Authority created
pursuant to NRS Chapter 277

Dated ,2014 By:

Mike Carrigan, Chairman

Dated , 2014 WASHOE COUNTY BOARD OF
COMMISSIONERS

By:

David Humke, Chairman

ATTEST:

Washoe County Clerk



